Vol. IX 


Oregon Business Review 


JANUARY 1950 


No. l 





-_— - 


Survey of Oregon Business Prospects for 1950) ris copy 


By WESLEY C. BALLAINE 


Professor of Business Administration, University of Oregon 


At the opening of 1950 it appears that Oregon business 
will maintain a satisfactorily high level of activity during 
the first half of the year at least. The outlook for the latter 
part of 1950 is clouded by the possibility that there may be 
a combination of both a moderate decline of agricultural 
income and failure of the lumber industry, after a brisk 
winter and spring, to surpass the total output of 1949. Agri- 
culture and lumber are Oregon’s basic income producers. 
Although there will be more unemployed persons in the 
state than there were in 1948, the number will be less than 
in 1949. Business profits will be below the levels of the im- 
mediate postwar years, but will be adequate to induce 
management to operate at a rate approaching normal ca- 
pacity—at least there is no reason to believe that profits 
will be so low that idle plant capacity will be common. De- 
spite a drop in both gross and net agricultural income, 
spending by the farm segment of the population will re- 
main high when compared to any but the most recent years. 

Any forecast of business conditions is based on assump- 
tions about the future, the principal ones having to do with 

*) those activitics of the Federal government that mark- 
edly affect the rate of business activity and (2) the stage of 
the business cycle that will be prevailing at the time for 
which the forecast is made. The present forecast of Oregon 
business in 1950 is based on the following explicit assump- 
tions: continued government price support of selected 
agricultural products; heavy Federal expenditures that will 
not be fully covered by Federal taxes (catastrophic as con- 
tinued governmental deficits are in the long run, they do 
have a buoyant effect at the time they are being incurred) ; 
and a continuation of the mild business upswing which 
first became apparent in midsummer 1949. This amounts 
to saying that the general demand situation will be rea- 
sonably good and consumer expenditure high, and that 
there will be no sharr dp in agricultural income, even 
though unconsumed surpiuses oi farm products may de- 
velop at prices not much lower than those now prevail- 
ing. It should be realized that. if these assumptions should 
prove to be substantially out of harmony with actual de- 
velopments, this forecast will be in error. 


Lumber. The lumber industry experienced many difh- 
culties during the first half of 1949. Part of these were due 
to the unusually severe winter which greatly handicapped 
logging activity, but a drop in orders provided the major 
factor. Prices were soft and unsettled until the third quar- 
ter, a sharp increase in both pine and Douglas-fir orders 
occurring in August. This was due to the need of lumber 

rds throughout the country to replenish their depleted 
stocks in order to meet the stepped-up home-building and 
public-construction activity which had become noticeable 
some two months earlier. During the remainder of the year, 


orders ran ahead of production. By the beginning of 1950. 
the prices of many dimensions had risen, a number of mills 
were adding night shifts, the immediate prospects were 
bright, and the price of timber was strengthening. 

The sale of lumber is closely correlated with building 
activity. A forecast of 1950 building made jointly by the 
U. S. Office of Domestic Commerce and the Bureau of 
Labor Statistics anticipates the total value of 1950 building 
to be equal to that of 1949 ($19 billion). However, private 
construction outlays probably will drop $925 million from 
the 1949 total, while public expenditures for new construc- 
tion will increase by the same amount. The segment of 
building activity that is of greatest interest to the lumber 
industry is the construction of new homes. The Office of 
Domestic Commerce-Bureau of Labor Statistics study fore- 
sees in 1950 a slackening of the recent pace in new home 
building. More than a million nonfarm dwellings were 
started in 1949, a volume of construction which shattered 
all previous records. Indications are, however, that the 
higher-priced house market is nearly saturated and that 
building costs are not likely to decline materially, with the 
result that 1950 will be only one of the better years in home 
building, with about 900,000 units started. Not only will 
this be less than 1949, but also less than both 1925 (937.- 
000) and 1948 (931,000) , the next two highest years. Farm 
construction will probably also ease off in conformity with 
diminishing farm income. Should this forecast of home 
construction prove fairly accurate, Oregon lumber produc- 
tion will probably follow much the same pattern, unless 
the foreign market alters or the competitive situation of the 
industry changes in the East Coast and Midwest markets. 
It should be pointed out, however, that the continued hous- 
ing shortage and an upswing in the business cycle may 
result in the forecast being too pessimistic. 

There is apprehension concerning the effect of the d.- 
valuation of the Canadian dollar if there should be a con- 
siderable reduction in the demand for lumber in 1950. De- 
valuation has increased the profit margins of Canadian pro- 
ducers, since they have advanced their prices to American 
and other foreign buyers by approximately the same per- 
centage as their currency was devalued. In other words. 
the price of Canadian lumber sold in the United States has 
not dropped because of devaluation. This increased profit 
margin will continue until the costs of production of Cana- 
dian mills rise by a percentage approximating the devalua- 
tion, a development which will occur eventually. As long as 
the demand for lumber remains strong, the Canadian lum- 
ber producers will continue to sell in the United States and 
other foreign markets at the same price as American pro- 
ducers. However, should the demand situation weaken, the 
Canadian mills will, until their costs have risen, be able to 
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cut prices and still operate at a profit because of their in- 
creased profit margins (coupled with this is the fact that 
their production costs have been lower all along). Thus, 
there is reason to believe that Canadian mills could and 
would undersell American mills if prices weaken. The 
amount of Canadian lumber normally sold in the United 
States is not great compared to that of domestic manufac- 
ture, but it is enough to break prices when buying slows in 
a highly sensitive market. Such sales are believed to have 
been a factor in the price drop which took place during the 
winter of 1948-49 before devaluation. Should a similar 
weakness in demand develop during 1950, sales of Cana- 
dian mills in the United States might be an even more un- 
settling shock to the lumber price structure. 


Agriculture. The outlook for farm income is for a fur- 
ther moderate contraction—not only in gross and net dol- 
lar income, but in real income as well. It must be under- 
stood that the prospects are not the same for all types of 
farming; furthermore, some farm families will make ad- 
justments which will offset this trend whereas others will 
not. 

The prospects for Oregon agricultural income are the 
same as for American agriculture generally. The funda- 
mental reasons for anticipating a declining income for the 
farm population are: the increasing abundance of farm 
products: the abnormally large current shipments of food 
overseas, which probably will be curtailed somewhat dur- 
ing 1950; and the prospect that the costs of farming, mar- 
keting of farm products, and farm-family living will remain 
high while prices for farm products and gross income fall. 
Although government price-support measures will cushion 
the decline, this policy may well increase carry over stocks 
which will not be taken off the market by purchasers at 
support levels, with the result that accumulated surpluses 
may adversely affect prices in years to come. 

The amount of acreage sown to wheat in the fall of 1949 
is lower than that sown in the fall of 1948, because of the 
government's wheat-acreage limitation program. Wheat is 
Oregon’s principal fall-sown crop and the 17 per cent re- 
duction in acreage for the 1950 harvest, if the program is 
successful, will release 200.000 acres for other uses. All- 
though the area in the United States devoted to wheat in 
1950 will be 17 per cent less than for 1949, the probable 
demand-and-supply situation will be such that the price of 
wheat will rest largely upon government price supports. 
Wheat-loan levels are not likely to be higher in 1950 than 
in 1949 and they may well be lower. 

Oregon produces considerable quantities of rye, barley, 
and oats. Much of this feed grain crop is used on the farms 
where produced, but considerable quantities are sold for 
cash. The cash-market outlook for 1950 is not sufficiently 
promising to encourage an increase in acreage. 
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Approximately 50,000 additional acres in adapted areas 
in Oregon will be available for planting to Austrian peas, 
vetch, and rye grass if the 1950 wheat allotments are met. 
There is also other acreage that could well be diverted to 
the production of these cover crops, which are grown fr 
the sale of their seed. The market outlook for seed in 19. 
now seems relatively favorable. The acreage devoted to the 
production of cover crops will probably be between 15 to 
20 per cent greater in 1950 than in 1949. 

Dairy products and meat animals account for about two- 
fifths of Oregon’s income from farm marketings. A favor- 
able factor in this type of agriculture is the fact that feed 
supplies are ample and have declined in price during the 
past year. However, the outlook for the price of milk and 
meat is clouded; the chances are that they will weaken a 
little in the next six or eight months. In terms of animal 
units, Oregon now has 5 to 10 per cent less livestock than 
the 1938-1947 average. The number of sheep is probably 
50 per cent less than the ten-year average (the devaluation 
of sterling-area currencies will certainly do nothing to 
strengthen the price of wool and will make sheep even less 
attractive), whereas the number of beef cattle is increasing. 

The prices of many fruit and nut crops were disappoint- 
ing in 1949. This was especially true for apples and pears; 
the Bartlett crop moved well at low prices and the Anjous 
(winter pears) are rising in price at the opening of 1950. 
It is too early to say much about the probable 1950 market. 
However, the filbert situation is basically weak. The 1949 
crop was 73 per cent greater than that of 1948 and double 
the average of the past ten years. Prices were in the neigh- 
borhood of 20 cents per pound, compared to a wartime 
peak of 50 cents. Plantings of new trees made during th- 
period of high prices are now coming into production an 
adding to the size of the crop each season. It is estimated 
that, because of these new plantings, the crop will increase 
by about 40 per cent during the next four years. 


Power. There is no likelihood that the power shortage 
will be alleviated for at least five years; it may become 
acute during the early months of 1950. The principal eco- 
nomic results of this continued shortage is to close the Pa- 
cific Northwest, to new industries that require large quan- 
tities of cheap electricity and to prevent expansion of estab- 
lished firms which would expand if they could obtain as- 
surances of additional power. Oregon’s natural resources 
are not varied, timber and cheap water power being by far 
the most important. This means that expansion of manu- 
facturing other than in the wood and wood-products indus- 
try will be relatively unimportant in 1950. 


Other Business. Activity in other lines of business may 
be expected to follow along at the pace set by lumber and 
agriculture. For example, wholesale and retail trade ac- 
count for more employees than lumber and wood products, 
but the principal determinant of the level of business in 
the trade field is the general income of the state. Fluctu- 
ations in employment in this industrial category are much 
smaller in amplitude than in lumber or manufacturing. 

Catering to the wants of travelers, vacationists, and con- 
ventions has become a major activity in the state. The po- 
tentialities for further development of Oregon’s tourist in 
dustry are almost limitless, but no revolutionary moves in 
this direction may be expected in 1950. Barring a sharp 
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diminution of national income, the travel industry may be 
expected to have a year similar to 1949. 

Construction in 1950 promises to be active. A survey of 
twelve of Portland’s larger architectural firms has shown a 
large volume of nonresidential construction planned for 

350. Residential construction promises to be active, espe- 
cially during the first part of the year. The McNary Dam, 
the Willamette Valley Flood Control Program, the improve- 
ment of Coos Bay, and similar Federal projects—along 
with new schools, hospitals, streets, sewers, etc.—assure 
the industry of considerable sustenance. 

Plywood firms are entering the new year with a large 
backlog of orders. However, there is some apprehension 
lest the price of plywood is rising so rapidly that its sale 
will soon be restricted. 

The flour-milling industry is in the throes of a depres- 
sion. There seems to be no probability of substantial im- 
provement in the immediate future. The problem of the 
Pacific Northwest flour millers is but one facet of the 
greater problem of what to do with the area’s soft wheat. 
A large portion of the region’s wheat was formerly ex- 
ported either in the form of grain or flour, but this market 
is virtually closed and will no doubt remain closed for some 
time to come. The eastern American markets have been lost 
because of freight-rate increases and the California markets 
have been lost to southern Idaho because of lower support 
prices in that area. 

Oregon’s mining industry is of little consequence to the 
state’s economy. Potentialities are promising, but there is 
little likelihood of them becoming actualities in 1950. 





An analysis in the Federal Reserve Board’s November 
949 Bulletin showed consumer income flowing at the rate 
vf $210.6 billion a year in the third quarter of 1949. This 


figure is 90 per cent higher than the total consumer income 
in 1939, but is off 3 per cent from the peak reached in the 
fourth quarter of 1948. Income reductions were concen- 
trated mainly in wage and salary payments in manufactur- 
ing, mining, and railroad transportation, where activity 
was sharply curtailed, and in income of farm operators, 
which reflected declines in prices of farm products. Wage 
and salary payments in other industries increased slightly 
over the past year. 





Of the 58 million persons gainfully employed in the U. S. 
34 million are under the governmental social security sys- 
tem. As of October 1949, 7.2 million of these were covered 
by industrial pensions and retirement profit-sharing plans. 





The Economic Cooperation Administration now has un- 
der way a number of projects which are expected to chan- 
nel more export orders to small businessmen. E.C.A. is not 
a procurement agency; hence, its help to small businessmen 
is mainly information and advice. Below are listed some of 
the schemes which are expected to help small businessmen 
get Marshall Plan orders: a directory listing the names and 
products of small concerns who want to sell abroad; a 
counseling service for businessmen seeking advice about 
exporting under the European Recovery Program; a list 

foreign importers who have bought goods under the 
«.C.A.; advance information, when available, on pur- 
chases the Europeans wish to make. 
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Vol. VIII (1949) 
Arpke, F. W. Power Shortage Halts Pacific Northwest Development. 
Mar. 1949, 1. 


BaLiaine, W. C. Price Levels Influenced by National Debt Policy. 
Oct. 1949, 1. 


Comisn, N. H. How Can Retail Salespeople Increase Store Sales? 
Aug. 1949, 1. 


Criswe.t, Cuarces. Finances of the Oregon State Highway Program. 
June 1949, 1. 


Current Business Trends in Oregon. Jan. 1949, 6; Feb. 1949.6; Mar. 
1949, 6; Apr. 1949, 6; May 1949, 8; June 1949, 4; July 1949, 8; 
Aug. 1949, 4; Sept. 1949, 4; Oct. 1949, 6; Nov. 1949,6; Dec. 1949, 
6. 


E.us, P. W. Economist Estimates Income Levels in 1960. July 1949, 
1. 


Facilities of Astoria Oregon Port District Surveyed. Apr. 1949, 1. 

Facilities of Coos Bay Port District Surveyed. Sept. 1949, 1. 

Federal Income Tax Data for Oregon Released. Nov. 1949, 5. 

GREENE, Mark R. Forecasting Methods Applied to Current Situa- 
tion. Oct. 1949, 1; Nov. 1949, 1. 

GREENE, Mark R. Methods of Forecasting Business Cycle Trends 
Outlined. Mar. 1949, 1. 

Jones, S. and Rav, W. F. Advantages of Formula Planning of In- 
vestments Explained. Feb. 1949, 1. 

Kiernsorce, P. L. University of Oregon Sponsors Labor-Manage- 
ment Research. Jan. 1949, 1. 


Moore, E. H. and Staente, J. F. Population of Oregon in 1948 and 
1960 Estimated. May 1949, 1. 


1947 Census of Manufacturers Shows Big Oregon Increase. July 
1949, 6. 

Regional Study Appraises Trend of Employment in Oregon. Feb. 

RickenBaAcker, J. E. Douglas Fir Wages Compared with Cost of 
Living. July 1949, 1. 

RicKeNBACKER, J. E. Liquor Monopoly Big Source of Oregon Reve- 
nue. Aug. 1949, 1. 


Rossins, E. C., Jr. Effect of British Currency Devaluation Assessed. 
Nov. 1949, 1. 


Savuvie, C. L. Portland and U. S. Department Store Sales Compared. 
Apr. 1949, 1. 


Sterrett, C. K. Opportunities for Expansion of Oregon Industry 
Surveyed. Jan. 1949, 1. 

Taw, R. L. Statistics Computed on New Corporations in Oregon. 
Dec. 1949, 1. 


Taytor, J. M. Timber Industry Develops New Uses for Waste Prod- 
ucts. Jan. 1949, 3. 


VANDENYNDE, G. Small Retail Stores Helped by Buying Offices. Sept. 
1949, 1. 

Woopsury, Sip. Desirable Business Policies for Today Suggested. 
May 1949, 1. 


Woopsury, Sip. European Union Seen as Aid to Oregon Business. 
Dec. 1949, 1. 





Total sales of retail stores in the United States moved 
seasonally in November 1949. After allowance for seasonal 
factors and trading-day differences, November sales were 
the same as in October. Most of the major kinds of business 
reported increases over October in seasonally adjusted 
sales. These served to counterbalance a decline of nearly 
10 per cent in the automotive group, reflecting in large part 
the effects of model changeovers on production and de- 
mand. Other durable-goods stores registered small gains, 
except for a minor decline in sales of jewelry stores. Among 
the nondurables, apparel stores recovered part of the de- 
clines of the past few months. 
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CURRENT BUSINESS TRENDS IN OREGON 


Portland Food Prices. The most recent survey of Portland retail 
food prices was made November 15, 1949. For that date the Bureau 
of Labor Statistics index was 207.8. This was 0.9 per cent less than 
it was a month earlier and 6.8 per cent less than on November 15, 
1948. However, it was 31.2 per cent higher than June 15, 1946 and 
116.2 per cent higher than August 15, 1939. The recent reductions in 
the index were due principally to a lower average price of meats, 
especially pork. Eggs, fats and oils, cereals, and bakery products 
were also lower. On the other hand, the prices of fruits and vege- 
tables, coffee, and sugar moved upward. 


Motor-Vehicle Registrations. The following figures for Oregon 
motor-vehicle registrations are cumulative from January 1 through 


November 30, 1949: 
1949 
495,187 
70,547 
2,492 
79,408 
7,355 


1948 
448,903 
62,715 
2,654 
76,439 
7,101 


Passenger cars... tinsel 
Pickups______.. PR ION IEY Ie sh siatilssdaialtilaas 
Busses 2a 

Trucks... hciatielenliinibtiabees é 
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Motor-Vehicle Fuel Consumption. The gallonage of taxable 
motor-vehicle fuels sold in Oregon increased slightly during 1949 as 
compared with 1948. The available figures do not yet include Decem- 
ber 1949. 


1949 

(gal.) 
——- == 
cadliaie 41,851,969 
Novemb ontadtdicaine Ce 
January through No b — 439,629,819 


1948 
(gal.) 
48,173,451 
38,941,505 
37,348,031 
433,471,430 


cf . ‘ 





October 














Lumber. For the fourth consecutive year since the end of World 
War II, Douglas-fir sawmills in Oregon and Washington have shown 
a gain over the previous year. In 1949, 9,159 billion board feet of 


lumber were produced (about 28 per cent of the nation’s total) , com- 
pared with 9.2 billion in 1948 and 8.8 billion in 1947. 

December lumber production was less than that of November 
(184,427 million feet and 193,626 million feet respectively) and ¢ 
were orders (174,994 million feet and 204,170 million feet) ; bi 
orders declined more rapidly than production, so that the backlog 
of unfilled orders decreased moderately (520,346 million feet on 
December 31 as compared with 574,888 million feet on November 
30). 


Farm Wages. The Bureau of Agricultural Economics reports 
that farm wages are lower than a year ago, and also generally lower 
than they were three months ago. The Oregon wage rates reported 
by the bureau follow: 


Jan.1,1950 Jan. 1, 1949 
$7.30 $7.90 
hiietemccntenisgen 87 90 
sroseinesinlonitgeiiaed 95 95 


Per day, without board or room_....._. 
Per hour, with house... sith iahlietliatiiatailing 
Per hour, without board or room —..... 


Department-Store Sales. Sales of Portland stores are not ex- 
ceeding those of a year ago. Percentage changes in value of sales 
this year, as compared with the corresponding period last year, are 
given below for Pacific Coast cities. The large minus figures for the 
week ending January 7 are accounted for in part, at least, by the 
fact that there were only five trading days in that week in 1950 and 
six in 1949, 


City 
Portland 
Los Angeles 
San Diego 
Oakland 
| EE ree ~ 
Seattle 


Week ending 4 weeks ending 
Jan. 7, 1950 Jan. 7, 1950 


— 28 0 
—23 +1 
—22 +7 
—16 +4 
—19 +4 
—23 +1 
—15 +8 
—25 0 
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BANK DEBITS 


Bank debits represent the dollar value of the checks drawn against individual deposits. Payment for approximately 90 per cent of all goods, property, and services is by 
check. Bank debits are regarded as indicators of the general trend of business, though their value for this purpose may be impaired by substantial changes in the level o* 
prices. The Bureau of Business Research collects bank debits from 117 banks and branches monthly. On occasion, the totals for the same month in different issues of ti 


Review are not directly comparable because of necessary adjustments in basic data. 


Marketing Districts 
Oregon aaa 
Portland (Portland, Hillsboro, Oregon City, etc.) ——. 
Lower Willamette Valley (Salem, McMinnville, etc.) 
Upper Willamette Valley (Albany, Corvallis, Eugene, etc.) 
North Oregon Coast (Astoria, Tillamook, etc.) 
Douglas, Coos Bay 
Southern Oregon (Ashland, Medford, Grants Pass) 
Upper Columbia River (The Dalles, Hood River, etc.) 
Pendleton area 
Central Oregon (Bend, Prineville, Redmond) 
Klamath Falls, Lakeview area 
Baker, La Grande area 
Burns, Ontario, Nyssa 
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Number 
of Banks 
Reporting 


Nov. 1949 compared with 
Oct.1949 Now. 1948 


+ 2.99%. -—13.61% 
+ 0.75 — 18.88 


Debits 
Nov. 1949 


98 $903 936,933 
29 549,894,289 


Debits 
Oct. 1949 


$877 ,708,190 
545,804,153 


Debits 
Novo. 1948 


$1 ,046,389,377 
677,908,927 


12 
12 
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78,814,416 
84,650,603 
18,159,946 
18,696,869 
40,501,901 
16,848,108 
19,849,605 
18,252,894 
26,393,924 
20,074,463 
11,799,915 


56,135,767 
84,761,215 
19,607 ,590 
19,888,303 
37,530,749 
18,336,373 
21,266,450 
18,344,830 
25,785,099 
18,999,742 
11,247,919 


74,317 ,827 
93,509,513 
21,418,563 
20,189,980 
41,278,613 
19,243,384 
19,930,326 
13,764,430 
30,851 ,397 
22,617 ,037 
11,359,380 


+ 40.40 
— 0.14 
— 7.38 
— 6.00 
+ 7.92 
— 8.12 
— 6.66 
— 0.50 
+ 2.36 
+ 5.66 
+ 4.91 


+ 6.05 
— 947 
—15.21 
— 7.40 
— 1.88 
—12.45 
— 0.41 
+ 32.61 
—14.45 
—11.24 
+ 3.88 


BUILDING PERMITS 


Building permits give a1 iu tication .! building operations planned rather than actual construction uader way. Care must be taken, in interpreting these data, to allow 
for the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business Research. 


Additions, 
Alterations 
residential & Repairs 
Nov. 1949 Nov. 1949 


New New Non- 
Residential 


Nov. 1949 


Totals Totals Totals 
Nov. 1949 Oct. 1949 Nov. 1948 



























































$ 21,900 $ 
35,116 jin 


$2,431,181 


11,000 $ 19,825 
5,135 
10,075 
18,940 
6,800 
8,130 
25,470 
5.041 
16,862 
2,250 
15,640 
2,245 
10,700 
481,050 
51,970 
2,030 
4,965 
32,475 


830 
4,750 
4,700 
3,150 
14,750 
95,420 
8,600 
1,925 
33,295 

300 


40,380 
857,175 
1,637,971 
3,450 

800 
83,349 


$2,861,845 $ 650,147 


$ 52,725 
40,251 
18,905 
20,000 

4,850 
24,605 
262,210 
133,762 
55,468 
12,135 
261,605 
73,000 
95,898 
2,632,800 
1,792,355 
88,850 
32,730 
281 ,024 


$5,943,173 


$ 61,020 
18,660 
12,410 
75,783 

124,225 
126,525 
251,918 
25,397 
43,385 
140,944 
145,600 
20,045 
25,743 
2,917,205 
1,011,760 
87,025 
86,840 
401,680 


$5,576,165 


3 55,070 
16,205 
24,875 

107 ,840 
32,200 
47,430 

244,345 
99,066 
46,812 

2,825 

125,540 
19,245 

253,860 

2,040,475 
347,426 
1,127,f 
30, 
311,054 


$4,933.063 
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